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DEGIIIDN J OF THE UNITED RATATES
WABHINGTON, D.C, 208 A48B
sLp: B-111810 DATE: R78
MAYTER OF; National Scheal Lurch Program Overclaim AZaingt
Siate of Moeida A3

CIGEST: Since section 11 of the National School Lunch Act places
the reaponsibility ‘or determining eligibility for these
fvads on the States, there is no valid basis for the $1.7
million ovarclaim againgt the Btate of Flerida as 1 as
the State Department of Education bad data which ¢
resscnably support ils contlugion that 11 schodl dis~
tricts were eligible for the "especially needy'' funds
provided under the N2tional school Lunca Program.

The Secretary of Agricuitire requcsted cur concurrencs in refusing
to pursue an overclaim in the ameunt of $i. 7 inillion that was sstablished
agninst the State of Florida by the Office of Audit, U.8, Department of
Agricultuv; (USDA). The Federal funds were provided to the Florida
ficate Department of Tducatiea by the Food and Nutrition Service (FNS),
-URDA, afisr the State agency sclermined that the 31 school digtricts wore
aligible for "especially needy” funds which were provided under section
11 of the Nationsl School I.unch Act, 42 U.8.C. § 1759a (Supp, II, 1972)

According to the Secretary, duriag the [872-1973 school year, the
Ylarida State Department of Education received camplaints of fluancial
distress frau certas school districts that were participating in the
National $chool Lanch Program. Usder this program, FNg
funds, non-food assistance snd agricultural commodiiies to participating
schools in ardcr to enable thom to serve nutritiouy lunches to stndents.
42U.8.C. §$1751 &t s0q. (19070 and Supp. I, 1972). Al of the districts
~omplaining of distress citad the need t0 purchase more food
1 order to offaet & decrease in USDA doated foods. [Additional funds
were provided by Congreas tc cover this sh of USDA~provided
comupvodities (Act of March $0, 1973, Pub. iL.. No, §3-13, 37 Stat. )
but wire not available to the schils at the time in question. The
sdditional funds were distributed in Aperil. 1873.] In most Cazos,
fiasncisl probiems were compounded by rising iood and labor cots.

S;ecial financial assistance to schools serving reduced cost or free
lunches to children eligible under criteria establigshed under section 8
of the Aot, 42 U.8.C. § 1758 (Supp. iI, 1872) was available under
section 11 of the Act, 42 U, S8.C.§ 1788 (fupp. II, 1872). In addition
to the special assistence payments, which are allocated to States under
s formula, that section algo provided funda for 'especially needy"
schools under subsection (¢) which rewd, in pertinent purt, as follews:
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In andar (¢ debtwniinge whether ite sshoul distriets qualified fuv the
sdditianal spesial aswistense Amdy the slers asentwment,
hmm”mﬁl onsh milawls finensial
siatemenis esvarive the My 3 Decamber 31, 1978
mm_ﬂ'gm‘ wes basod o Vcors
which

1) changs in the net werth of ~ehodl Jood service Nundes during
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(3} relationship of nat worth to 1-1/2 manths' aversge cpereting
apenes, sad

(3) souross of yovesme supporting paid iunches.

Fisvida's oveluntion of the sukmiswiony reosulted {n o determing-
tion that 21 distrists weare for sdditienal sectix: 11 funds,
rolveastiva to the beglaning of the 1071-1273 sehesi yer./. the end
of he yeaw, $1.7 oaillion fa * 7 fonds
bad 3em % the 3] distrists.

The DDA Qffiee of Andit ccadusted an \ 4 1t of the Florids Binte
Meset . 1, 1973 %o FPehreary 58, 1074 (Rep. No. 2722 u—m‘)..
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The eriteria in quastion were set forth in National Sshecl Launch
w \ 7C.7.R. §310.11(d), 1CY3 Kd. (since
). Sestien 210, 11{d) previded in pertinent part, ss fellows:

"# ¢ » ampecialy schoel is one which esteblishes
5 the satisfaction of Sixte o 3 WRERO whare
applicable, uumummvmn

he sarviee of lnnches aligible fer special cash as
wvitheu: an fnercase ia the ammsunt of special cash assist-
anee ¢ ¢ ¢ hacanse of
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In determining whether the 21 districts maet the third or "'special
finsmcial need” coadition, the anditors focused on t.e net worth of the
school districts. While most digtricts increased their et worth, none
arceeded a balance of 3 meuths' operating cogts tha is considered
ekcossive to Opereting needs wnder Federal regulation. 7C.F.R.
$ 210,18 (i973 xd., since revised). Ia fac., none sxceeded the State's
more restrictive stamdard of 1-1/2 months' opersting expensea.

Under the m?ium- statute and f{irplementing regulations for the
peried in que the districts were only required to meet cive of the
three {ilnsmcial distress erizeria "to the satisfaction of the State agency. "
While the anditors may disagree witl the factors ccnsidered in resching
a d.to;::m of Wym for "esyecially meedy” funds, the reqils-
tHione aot provide spec guidance to the State agencies in deter-
miniag finsacial distress.

Finally, the auditors note that 7 C.¥F.R. 210, 11 (1972) requires
that revenues available to support regular price lonches must he suf-
ficiant t0 cover their cost. This is to preclude the possibility of
financial distress resulting from wader-priced lunches served to non-
aoedy children. The sadit xport tekes i;sue with the manner in which
indirect cost components heom and ki tchen space, Leat, light,
otc. ] were allocated in calculating "revenues available.
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